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The early colonists occasionally 

used the coin or currency of other 

nations, such as "pieces of eight" or 

"Spanish dollars." But barter was more 

usual,., and it seriously limited the 

amount of economic activity that 

could lake place 




Directly exchanging 

goods and services 

Instead of using money 

isdifficuU. 





"Finding a trader who 
wants what you have can 

be very difficult. For 
example, if you can't find 
someone interested and 
you have food to trade, it 
might spoil; and if you're 
trading cows, how do you 
make change?" 





No. Money started 

10 develop when people 

began to find that using 

such things as tobacco and 

animal skins as a medium 

of exchange didn't 

work very well. 





"So there was always a 

I danger fn ustng a commodity f 

as money because its supply 

could change suddenly/' 
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■WELCOME. T'O 
/V£(^ COMTlNENT 

TRADING POST 






/ The mint coined 
[ gold and silver, which 
A established a bimetallic 



"At first it worked. But a few years later the market price of silver 

dropped because so much was mined, and as the value of 

silver dropped, it bought fewer commodities, including gold.' 







Maintaining a 
healtiiy economy without 
causing infiation or recession I 
is still the most difficult 1 
problem monetary authorities / 
have to deal with. ^_/ 
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"Banks were starting to pop up all 

over the place as they took over 

the issuance of money." 





"Yes, it was! It restored confidence in banl<s by 

being very strict about gold and silver reserves. 

When Che Second flank collected tax payments for 

the government, it accepted only bank notes that 

could be exchanged for gold and silver, " 
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"President Andrew Jackson 
supported that argument 

and the Second Bank's 
charter SKpired In 1836." 




"He puiled the Federai government's funds from the Second Bank 

and deposited them in several favored, or pet, banks. Without the 

Second Bank, states were (he sole charterers of banks." 




"And so did the 

number of notes 

they issued. Some 

had insufficient 

gold and silver 

reserves to back 

them." 





No, the government wouldn't 
accept them. It had just set up 
nationally chartered banks to 
achieve a uniform currency. They 
issued different notes called 
"greenbacks" that were not 
ledeemable in gold or silver. 
Banks used them to pay 
for the bonds. 
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After the Civil War. the 
Treasury reduced tts debt by 
calling iri greenbacks. Prices 
declined while the economy 
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Dad, what's so 

bad about falling 

prices? 




Farmers and small 
businesses were in a pinch, 

Thpu Dnf lp<t fnr rhpir oivu^c 
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"It sure did! When we lost gold, people rushed to their 

banks to get their money. Banks fatied, the economy 

suffered and panic developed. International gold flows 

helped triggers severe banking panic in 1907." 




"The panic shocked Congress into studying tile banking and 

economic systems. This resulted in the Federal Reserve 

Acl, which President Wilson signed into law ir. T^!!! " 
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Governors are appointed by the President, 

with Senate approval, for a fourteen-year term.l 

That insulates their decisions from day-to-day 

political pressures. And reserve bank presidents^ 

parttcifete with the governors in Important _ 

policy decisions. 



Who pays for 
all of this? 
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"As you history students know, there were some very difficult economic times since the Fed 

was established, such as the Great Depression of Che 1930'5 and various wars. These times simply 

overwhelmed the Federal Reserve System's ability to keep the economy running smootlily. However, 

monetary policv is far better able to cope with economic difficulties now than before. 
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"By constantly adjusting reserves, the 

Federal Reserve strives to sustain a 

robust economy v/ith full employment 

vflthoul inflation." 
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For more information about 

New York Fed education 

programs, visit: 

www.newyorkfed.org/aducatlon 
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